ACADEMIC ABSTRACT
This paper is based on a 45 country survey undertaken by the OECD/APEC economies titled 'Removing barriers to SME Access to International Markets'. The project aimed to gain a better understanding of the barriers to internationalising (defined as all those constraints that hinder the firm's ability to initiate, to develop, or to sustain business operations in overseas markets) faced by SMEs, and to share knowledge of government interventions to reduce those barriers. This paper presents the findings of this first global survey into international SMEs since 1997 and discusses the implications of the findings for international SMEs and policy makers.
EXECUTIVE SUMMARY
Although SMEs are a major source of growth and job creation, they appear to be under-represented in the international economy relative to their contribution to national and regional economies. Many commentators have postulated that this low level of participation is due to the existence of various barriers, tariff and non-tariff, which act as an impediment to SME involvement in international markets. In response, almost all economies currently provide a package of support services and programmes designed to help firms to overcome these barriers. The OECD-APEC study seeks to contribute to the identification of these impediments, the identification of best practices in support programmes and to the development of policy recommendations to address the impediments.
SMEs report a range of barriers which they perceive to be detrimental as they seek to access international markets. There is clear evidence of market failure which creates these barriers preventing these SMEs engaged in international trade from achieving their full potential. The case for continued and improved government support for SMEs seeking to internationalise has therefore been strengthened by these surveys. For the most part, support programmes are appropriate to the key barriers reported by the international SME, particularly at the earlier stages of the firm's international experience. There are however some mismatches in perception between member economies and SMEs with regard to barriers and the report identifies specific areas where these could be better aligned.
SMEs appear to go through a learning process when they engage in international activities. Firms that are not yet active exporters seem to underestimate both the barriers present in the external business environment and their own shortcomings in terms of their internal capabilities whilst overstating the barriers associated with financial matters and with regard to access to markets. Those firms new to international activity value information about markets and opportunities which provide a foothold for them in their international venture. They also need assistance with clarifying and understanding the challenges facing them. More experienced international SMEs need a different kind of intervention as their problems tend to be more specific to the business and the competitive environment. These companies are less well-provided for by the majority of government support programmes. Government programmes also need to be more cognisant of the diverse ways in which these firms can nowadays engage with international markets. Although a wide range of government support programmes were reported, these had a clear emphasis on supporting the exporting SME. The trading realities for the SME engaged in international trade however would appear to be far more complex, with importing playing a significant role for the international SME.
The findings of this study provide a general understanding of the key themes related to barriers to access to international markets for SMEs across a wide range of economies rather than a detailed understanding of the underlying issues within specific economies. Accordingly the policy recommendations that follow are broad in scope and it is recommended that governments should gather more specific data before undertaking policy mechanisms designed to achieve the outcomes described in this report.
INTRODUCTION
The aim of this project is to gain a better understanding of the barriers to internationalising (defined as all those constraints that hinder the firm's ability to initiate, to develop, or to sustain business operations in overseas markets) faced by SMEs, and to share knowledge of government interventions to reduce those barriers. Although SMEs are a major source of growth and job creation, SMEs appear to be under-represented in the international economy relative to their contribution in national and local economies. Many of the problems facing SMEs for their efforts to internationalise are known regarding information, finance, management and so on. Almost all economies currently provide a package of services and programmes designed to assist firms to internationalise effectively. But these programmes are not necessarily aimed at, or geared to, smaller firms. Therefore the project seeks to contribute to the ongoing identification and monitoring of those impediments, the identification of best practices in support programmes for SMEs and developing ways for reporting and action mechanisms for dealing with the impediments. To achieve those objectives, the project undertakes two kinds of surveys. One is the Member Economy Policymaker Survey to be completed by member economies of both the OECD and APEC while the other is the Survey of SMEs' Perceptions of Barriers to Access to International Markets is to be completed by SMEs online. The Member Economy Survey is designed to:
i. Gather a list of central government-funded programmes designed to enable firms (and/or SMEs in particular) to overcome (either specifically or explicitly amongst other objectives) barriers to selling/trading goods or services to markets outside of their own economy (note: where an economy considers that a regional, state or local programme -either public or private sector fundedsignificantly contributes to reducing barriers to SMEs internationalising, then information on that programme should be provided); ii. Obtain from each member economy a description of the wider context in which its programmes geared to SMEs wishing to internationalise, should be understood; iii. Gather details of the parameters of the schemes, funds available, delivery mechanisms, types of assistance, direct or external delivery, charging, targeting and, where possible, data on the uptake of the programme by SMEs (as defined by that economy);
iv. Obtain a description of the barriers facing firms (and especially SMEs) that the programme is designed to enable them to overcome and how it is expected to do that; and v. Gather from each member economy, outcomes of programme evaluations in terms of demonstrated benefits, and, if possible, evidence of how SMEs in particular have been helped by the programme.
The SME Survey aims to obtain from SMEs in each economy their perceptions of the most significant barriers to exporting/internationalising. The survey lists a number of known barriers and invites SMEs either to rank the barriers according to the SME's perception of which are the most or least significant factors they face in internationalisation, or seek their views using a Likert scale (i.e. 'extremely significant, very significant, significant, somewhat significant, not significant') to obtain their response. SME participants in this survey are also being asked whether or not the central government programmes their economy currently has in place to enable SMEs to overcome barriers to internationalisation are working effectively and which ones have proven to be the most useful to the SMEs.
SMEs in the Global Economy
SMEs have long found opportunities in the global economy; and as international business has expanded, these opportunities have grown in proportion (Karagozoglu & Lindell, 1998) . Today, however, globalisation is doing more than creating a new global market that is merely a larger version of yesterday's marketplace. New forces and economic structures are combining to produce global business opportunities that are quantitatively greater and qualitatively different. To operate most effectively in the modern world economy, SMEs need to develop an awareness of the changing nature of the world economy.
Research has shown 1 that even the smallest of businesses are internationalising at an increasing rate (McDougall and Oviatt, 1999) . In fact, start-ups in most of the trading countries of the world are increasingly being launched with cross-border business activities in mind -the 'born-global' trend (Autio, Sapienza, and Almeida, 2000; Etemad and Wright, 2003) . Entrepreneurs are focusing more on international business as global communications and transportation become more efficient and as trade agreements pry open national markets to foreign competition. Research indicates that size does not necessarily limit a firm's international activity (e.g. Wolf & Pett, 2000 , Verwaal & Donkers, 2002 ) and that SMEs often become global competitors to take advantage of their unique resources (Gomez-Casseres, 1997; Pope, 2002) .
Any attempt to understand the changing role played within the changing trading environment by the international SME is severely hampered by the paucity of comparable international data. Two significant studies into the international business activities of the SME have been undertaken in recent years however and it is upon the findings of these two studies that this analysis is drawn. SMEs, a sample that was stratified by industry, enterprise size, and country. Overrepresentation of certain countries, sectors, and size classes were corrected using appropriate weightings, and all reported percentages refer to weighted findings. It is important to note that the EU report considered internationalisation in all its forms, whereas the US report focused on export activity alone, and then only on merchandise excluding services. The US report is also different in that it compares data representing ten years of export activity; the EU report focuses on responses of study participants from a single year. Finally, the two reports use different definitions for SME size categories. The U.S. study defines small companies as those having fewer than 100 employees and medium-sized firms as having 100-499 employeesthe groups combined being SMEs. Large firms are those having 500 or more employees, while very small companies have fewer than 20 employees. In the EU study, SMEs include firms with fewer than 250 employees, which breaks down into micro enterprises (0-9 employees), small companies (10-49 employees), and mediumsized companies (50-249).
Data from the ITA report show that the international business involvement of SMEs is rapidly accelerating. Between 1987 and 2001 the number of SMEs participating in exporting grew by 250 percent, from 65, 871 to 230,736. This latter number accounts for 97 percent of all US exporters (as indicated in Figure 1 ) and, relative to large firms, the number of SME exporters grew nearly twice as fast between 1992 to 2001. That is, exporting SMEs increased by 113.6 percent during this period (compared to 56.3 percent for large firms), and SME export revenues surged from $103 billion to US$182 billion.
Most exporting SMEs are surprisingly small. More than two-thirds of all US exporters (69 percent) have fewer than 20 employees (for a detailed breakdown, see Figure 2 ). This statistic is even more noteworthy when considering that the data are based on merchandise exporters only and do not include services, where smaller firms 2 Reference: http://www.ita.doc.gov/td/industry/otea/docs/SMEstat-hbk2001.pdf. Please note the report has now been replaced by a later version.
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These were mostly U.S.-domiciled firms, but the study also indicates data from U.S. affiliates of foreign firms that export goods from the United States. are likely to participate. Furthermore, this figure does not include importing, an activity in which the EU report Observatory data suggest smaller firms are even more apt to be involved. Thirty percent of international SMEs in the EU study engaged solely in importing versus 18 percent in exporting alone; however, export and import activity are more frequently found in combination, which seems to indicate that one promotes the other, an interpretation that is supported by a Dutch study (Elk & Overweel, 1991) . This correlation is less than consistent across industry sectors (see Figure 3 ), but these data underscore the main thrust of this section: SMEs appear to be far more internationalised than common perceptions suggest.
The EU report (ENSR) reveals that only 17 percent of the micro enterprises (0-9 employees) in their sample had exports or exports in combination with other forms of international business. This number increases to 38 percent for small companies (10-49 employees) and 51 percent for medium-sized firms (50-249 employees). Thus, firm size seems to have a significant impact of the internationalisation activity of European firms. Furthermore, export intensity (i.e., exports as a percentage of total sales) increases with firm size (see Figure 4 ), though these size-related differences are less striking than those related to internationalisation. Regarding similarities to American firms, though, caution is needed as it is difficult to make meaningful comparisons with the ITA data because the US study includes only exporters and uses different firm-size definitions. In the past, SMEs typically reached the world via exporting, and this continues to be an important mode of entry; however, during the past decade internationalisation has become a much more differentiated business activity. For example, Fletcher (2001) found that the majority of firms in his study were involved with both outward (e.g., exporting) and inward (e.g., importing or knowledge accessing) activities in their international dealings. Reflecting this trend, the Observatory study sorted SMEs into four groups: (1) importers only, (2) exporters only, (3) SMEs with subsidiaries, branches, or joint ventures abroad, or those engaged in multiple forms of internationalisation, and (4) non-internationalised SMEs. Obviously, companies falling into group three engaged in more complex forms of internationalisation. Although the majority of responding SMEs were classified as non-internationalised, it is interesting to note that three times more SMEs import from foreign suppliers compared to the number of exporters, which is often considered the mainstay of SME internationalisation.
This growing tendency for SMEs to be engaged in multiple forms of internationalisation seems to be directly related to SME international competitiveness. For example a recent ENSR survey (European Commission, 2004) found that 69% of SMEs with subsidiaries abroad or more than one form of internationalisation report that 'internationalisation has improved their competitive strength', whereas this was reported to be the case for only 56% and 53% respectively of SMEs involved solely in exporting or solely in importing. The suggestion here is that SMEs involved in more complex forms of internationalisation are exposed to, and develop 'competencies that eventually lead to better overall performance' (European Commission, 2004: 43 ). This conclusion is further supported by a number of other recent studies (Majocchi and Zucchella, 2003; Werner, 2003) .
IMPLICATIONS
Faced with this changing competitive environment, SMEs are in many instances struggling to professionalise their business activities, adopting more formal strategic planning procedures, changing decision making systems, organisational structures, information technology, accounting systems, clarifying job descriptions and so on. The literature, however, has clearly identified the paradox facing SMEs when attempting to internationalise their activities. Lindell and Karagozoglu (1997) argue that SMEs are characterised by qualities of entrepreneurship, flexibility and product development motivated by the need to generate growth and to challenge both existing markets and existing players. However, we also find informal structures, insufficiently developed administrative and accounting procedures and unsystematic, sometimes erratic, decision making processes, compounded by the inability or unwillingness to delegate responsibility to more experienced managers. It is often the case that an entrepreneur with a good idea, experiencing fast growth in the initial stages may not possess the business experience to sustain the company in the longer term.
Therein lies the dilemma for management practices within SMEs during the internationalisation process. Although their small size may provide some of the competitive advantages described above, the internationalisation process calls for efficient management at the corporate, business and functional levels (Lefebvre et al, 1993) . It also requires high levels of experience and expertise. Of course a major problem for SMEs at the international level, consequent upon their size, is a low resource base. The internationalisation process often requires the development of new information systems, new technology and new products, involving substantial resource inputs and close co-ordination over a lengthy time period. To attain a truly international position, given its resource constraints, Lindell and Karagozoglu (1997) argue that the SME needs to cooperate and to put considerable effort into networking.
International expansion takes the SME into a more complex, volatile and uncertain competitive environment. Douglas & Craig (1983) argue that the proper use of market research reduces the level of uncertainty, and improves the ability of the firm to deal with the increased levels of complexity and volatility, which in turn increases the chances of success. There is little doubt that increased market intelligence increases the chance of success in competing in foreign markets. Donthu and Kim (1993) found that an increase in the number of information sources consulted was directly related to improved export performance. Bijmolt and Zwart (1994) suggest that detailed analysis of the target market, competitors and consumers exerts a positive impact on export performance and Moini (1995) argues in favour of systematic research and frequent visits to the target market. Souchon and Diamantopoulos (1996) point out that SMEs often find formal, systematic information gathering too costly and therefore rely on informal information gathering through day-to-day activity.
Evidence from a 1200 company survey of SMEs in the East of England, titled 'Competing Effectively in International Markets' (CEIM) undertaken by the authors of this paper, reveals that the feasibility of a strategy of internationalisation will depend on the skills and knowledge base of the firm in question. A typology of international SMEs was developed to establish the skills and knowledge needs of international SMEs at different stages in their experience of international trading activity as follows:
The Curious have considered international activity in the past. Very low levels of self-analysis often feeling that they are unlikely to be able to resolve any of the major challenges facing them in terms of international activity.
The Frustrated have experience of international activity, but are currently inactive within the international business environment. A general awareness that international activity requires a different set of management skills and that their inability to successfully pursue international activity is probably due to their poorly developed skills in this area. The Tentative have limited experience of international activity and have developed some skills but have major problems with no real solutions. Within this group a general inability to self-analyse with a tendency to look to service providers to solve their problems for them. The Enthusiastic have considerable experience of international activity and are keen to grow this side of their business but are experiencing barriers to that growth. As their international activity grows, the increasing need for higher level management skills becomes apparent if they are to manage an increasingly complex environment effectively The Successful have extensive experience of international activity with some major successes. Many of these firms are now operating in a highly complex environment which requires advanced management skills and identify management skills as their key challenge.
The key challenge to international trading activity reported by successful firms can be identified as the increasing complexity of the environment within which they are required to operate. Managing relationships at distance, understanding unfamiliar business customs, cultural and language complications and the need to develop different business solutions in different parts of the world all add up to a highly problematic set of circumstances. The point is consistently made that SMEs wishing to compete effectively in their international markets must learn to operate outside of their 'comfort zone'. The challenge for managers of international SMEs then is to develop a set of skills-sets and strategies to overcome these barriers and challenges. These skills-sets which could be viewed as pre-requisites for any SME wishing to compete effectively in international markets can be broken down into the concepts of planning, manning and scanning.
1.
Planning describes the way in which a company navigates its involvement in foreign markets. This comprises financial and legal matters as well as production, resources and logistics. Some companies (a minority) will undertake careful preparations and analysis of its own readiness and suitability for a particular international venture in a foreign market including the drafting of a business plan. Other companies (the majority) simply respond to an international opportunity with a view to generating revenue without too much thought as to the implications of this action or how to undertake it in a sustainable way.
2.
Manning describes the management process by which a company organises or develops its resources to service foreign markets. These resources are usually both material and human. Some adaptation of products and manufacturing process may be needed to meet the needs of overseas clients. The need to communicate with those clients will generate a demand for skills such as foreign language competence. These may be met by recruitment, training or consultancy measures.
3.
Scanning describes the way in which the business informs itself about those markets. Market information is one of the more obvious elements of international activity. More and more channels of communication requiring varying levels of skills and investment are now available. Many of these can be carried out at a distance but the most valuable form of knowledge, market intelligence, is usually obtained via personal relationships and visits to the market or other events such as trade fairs.
Associated with each of these three key components of the process, we can identify a set of implications related to skills, knowledge and attributes required if the firm is to effectively manage their international activity. These are identified in Table 1 below. Mughan (2003) .
MEMBER ECONOMY SURVEY FINDINGS
The analysis of the barriers (as perceived by governments) suggests that the main problems are internal to the firms and are not connected to barriers created by government policies. Amongst the top 10 barriers, these are almost exclusively related to a lack of knowledge and internal resources, both financial resources and human resources. External barriers, especially those imposed by governments, score relatively low. Knowledge barriers and problems with the development of key capabilities as well as further internal barriers, such as a lack of financial resources and management time and commitment, seem to constitute more serious problems to SMEs trying to internationalise than government-imposed or more general regulatory barriers.
Government Support Programmes
The focus of government support programmes can be classified according to four main dimensions. First, programmes with a financial focus provide financial support to firms in one of three categories: export insurance and loan guarantees, development finance and venture finance, and direct financial support to cover costs of international activities otherwise not possible (e.g. export promotion, visits to trade fairs, etc.). Second, programmes with a focus on improving the general business environment which aim to for example, remove international trade barriers, improve the business environment in the home market to give firms a competitive edge (e.g. through improvements in the home tax system) or provide a positive environment for R&D activities or general collaboration. Third, programmes focussing on helping firms develop internal capabilities that are important in the internationalisation process which aim to provide long-term value to the firms receiving such support. This type of programme generally aims at proving firms with the critical resources required for success within their international markets and which can be linked to the resource-based view of the firm. For example, such resources would include: education and training in the area of cultural differences in international markets, language capabilities or knowledge regarding export procedures. The fourth focus of support programmes is on gaining initial market access to individual markets, either for exporting, sourcing (importing) or local operations. This classification includes the provision of general market information, specific market analysis, the organisation of trade fairs, more direct support through a country's foreign representations, and the provision of information to potential investors (e.g. FDI). The predominant perception of internationalisation is that it consists mainly of exporting activities, while governments believe that the most benefits for their own economy can be derived from exporting activities. The majority of programmes reported focus on providing support for firms in order to increase their exports. Only a small number of programmes seem to take a more holistic approach towards support for internationalisation.
Survey of SMEs' Perception of Barriers to Access to International Markets
This second survey was issued (see Annex 15) to obtain from SMEs in each economy their perceptions of the most significant barriers to exporting/internationalising. The survey lists a number of known barriers and invites SMEs either to rank the barriers according to the SMEs perception of which are the most or least significant factors they face in internationalisation, or seek their views using a Likert scale (i.e. 'extremely significant, very significant, significant, somewhat significant, not significant') to obtain their response. SME participants in this survey were also being asked whether or not the central government programmes their economy currently has in place to enable SMEs to overcome barriers to internationalisation are working effectively and which ones have proven to be the most useful to the SMEs. In the following analysis, the total number of responses 4 is variable, reflecting the number of SMEs providing useable responses to the specific questions. A total of 978 usable SME responses resulted from the Survey, although there was a high degree of concentration within just 7 member economies: Canada (217), Greece (128), Switzerland (118), Turkey (77), Japan (74), Spain (60) and New Zealand (52). The remaining responses were spread out over 40 member economies, with no individual response rate above 4% of the overall total. (A full list of responses by OECD Member Countries and APEC Member Economies can be found in Annex 6)
Profile of SME respondents
From the survey, as can be seen from Table 3 , the typical responding SME has been in operation for 23 years, and has been exporting for 14 years, 63 are employed within the firm, with 54.5% involved in products, 22.3% in services and 23.2% involved in both. When looking at responses by sector, "advanced engineering", "agriculture and food", and "finance and business" were the top three sectors present in this sample. Table 4 lists the distribution of responses across the eleven sectors used for this classification (only 682 of the respondents provided sector information). With regard to exporting behaviour, Table 5 illustrates that just over one third of all active exporters generate less than 20% of their total revenue from exports. This perhaps reinforces the findings from the USA reported in Section 2 that although the actual percentage of exports generated by SMEs within a specific member economy may be high (97% in the USA), the proportion of total exports of that economy generated by those SMEs is likely to be significantly lower (<30% in the USA).This would be consistent with the global spread of large firm exports. At the other end of the scale however, an impressive 12% (115 respondents) generate in excess of 80% of their revenues from exporting activity. It is important to note here that cross analysis applied to these 115 SMEs by sector, size, geographical location, target market and so on reveals no discernable pattern as to the characteristics of these firms. That is, these firms vary in a random manner with regard to sector, size, location, target markets and so on. The majority of respondents to the survey were active exporters. The entire sample has been broken down into three categories: inactive, aspiring and active exporters. The lack of support programmes within member economies for SMEs engaged in importing was noted in the previous section. Table 7 illustrates that importing is in fact used as a mode of internationalisation by a significant number of "international SMEs". Of all SME respondents who reported the status of both their exporting and importing activities, 68.1% (489 out of 718) are involved in exporting whilst 54.6% (392 out of 718) have some involvement in importing. Although the survey reveals that importing is actually less important for service firms, of which only 25.0% import products or services directly, of those "international SMEs" offering either products, or services and products in combination, 62.2% and 62.6% import products or services respectively. These findings have clear implications for government support programmes as clearly exporting is not the only economically beneficial mode for building internationally competitive firms as other modes of international activity such as joint ventures, licensing, establishment of subsidiaries or branches, franchising and importing also provide insights and opportunities for SMEs seeking to access international markets. To conclude the analysis of the characteristics of respondents to the SME survey, Table 8 provides an indication of the primary five target markets for "international SMEs" from the six member economies with the highest number of responses. In the table, these member economies appear along the top row in the order of the total number of responses received. Reinforcing the global trend to seek international opportunities within the high-growth emerging markets, China and India are cited as key target markets for many of the respondents. Not surprisingly, given the scale of the domestic market together with the attractive growth opportunities within the ICT sector, the USA also appears as a desirable target market. With the exception of these three member economies, the respondents' priorities in general tend to reflect their geographical location and cultural commonalities such as language. 
Barriers to Access to International Markets as Perceived by SMEs responding to the Survey
The survey instrument used two different methods in order to identify the barriers as perceived by the SMEs responding to the survey. First, the respondents were asked to assess the importance of each of the 49 barriers already discussed above (see Annex 3 for the full list and classification of barriers) using a 5 point Likert-Scale, ranging from 'Extremely Significant' (5) to 'Not Significant' (1). Second, the respondents were then asked to rank their top 10 most detrimental barriers to access to international markets. This second method is the same as that used in the Member Economy Policymaker Survey. The findings emerging from each of these methods will now be discussed in turn. This will be followed by a discussion of the differences between the findings of the two approaches. Figure 9 presents the top 20 barriers as perceived by "international SMEs" when they were asked to rate the full list of barriers according to the degree to which they acted as an impediment to their ability to access international markets. For the purposes of this analysis, the barriers were ranked using the average response rate. The full list of results from the Likert-scale ranking found in Annex 7 also includes the standard deviation, which can be interpreted as the measure of agreement amongst SMEs on a particular barrier. The relatively small and rather constant standard deviation (in the range of 1.22 to 1.45 amongst the top 20) indicates that there is wide and consistent agreement amongst SMEs as to the ranking of respective barriers. From Figure 2 we can see that using the Likert-Scale ranking method, SMEs responding to the survey perceive barriers concerned with issue of access to markets as the most significant, with internal capabilities and the business environment also featuring as important barriers.
Figure 2: Barriers Ranked by SMEs from 5 (very significant) to 1 (not significant)
Source: OECD Member Economy Policymaker Survey and SME Survey, 2006. Figure 3 presents the top 20 barriers as perceived by "international SMEs" when they were asked to rank the 10 most serious barriers 6 to access to international markets out of the list of 49 (a complete ranking of all barriers using this method can be found in Annex 8). This method of ranking barriers according to the 10 most serious was also used in the Member Economy Policymaker Survey. For the purpose of evaluating the responses using this method, each time a barrier was mentioned; it received a score depending on its importance to the respondent. The score ranged from 10 (for being the most important barrier) to 1 (for being the tenth most important barrier). Whenever a barrier was not mentioned at all, it did not receive a score. Finally, the averages were computed for all barriers. Figure 10 shows that SMEs responding to the survey perceive barriers concerned with internal capabilities and access to be the most important with barriers in the business environment of less importance. However (see Table 12 ) that these barriers tend to 'shift' according to the international experiences of the SME. That is, when firms move from 'aspiring' to 'active' in exporting activity, financial and access barriers decrease in importance and barriers concerned with the business environment and capabilities emerging as stronger obstacles.
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Top 10 ranking method: A method, by which respondents are forced to rank the top 10 of a list of variables in order. There is a considerable degree of consistency in the ranking of barriers when this method is used. That is, there is clear agreement amongst SMEs across member economies responding to the survey as to the top ten most important barriers to access to international markets. This can be illustrated in Figure 11 , which shows a high correlation between the average score and the number of times a barrier was mentioned. In particular, we can see that the top 10 barriers can clearly be separated from the other barriers, indicating particularly strong agreement amongst the respondents across all the respective member economies. Although Figure 3 has shortage of working capital to finance exports in first position, we can see from Figure 4 that there is little statistical significance between this barrier and identifying foreign business opportunities. In fact Figure 4 clearly demonstrates that the top four barriers are very close in terms of the rating given to then by the SMEs responding to the survey and that furthermore, these top four barriers are rated as by far the most serious by the SMEs both in terms of their average weighting and the number of times they are mentioned.
Care must be taken when interpreting the barrier shortage of working capital to finance exports. Rather than a reference to the general issue of 'access to finance', this would appear to be more concerned with cash flow considerations. When we cluster the barriers (see Table 9 ), we find that SMEs who consider this to be a serious barrier, also have difficulties with granting credit facilities to foreign customers, slow collection of payments from abroad and difficulties in enforcing contracts and resolving disputes. In reality therefore, this barrier would appear to be a mix of the internal (high-level financial management skills) and the external (business environment considerations and political risk) rather than an issue for the financial sector. 
Number of times mentioned
Mean weighted score
Top 10
Source: OECD Member Economy Policymaker Survey and SME Survey, 2006.
The Member Economy Policymaker Survey used the top 10 ranking method, so for the purposes of mapping the responses made by the member economies against those made by the SMEs, the top 10 ranking method will be used for the SME results in all further analysis. ANOVA 7 analysis was used to assess whether there were any significant differences between sample sub-groupings with regards to the perceived barriers. Four subgroups were identified for analysis as follows: differences in the perception of barriers by activity (products versus services); differences in the perception of barriers by sector; differences in the perception of barriers by home member economy (possible only for the 7 member economies providing the highest response rate); and differences in the perception of barriers by primary target market.
The analysis of barriers by sub-groups did not identify any significant differences with regard to the perception of barriers.
SMEs involved in the delivery of services indicate greater difficulties with issues such as identifying foreign business opportunities and information to analyse markets, while those involved with products cite competitor prices and competitive pressures as their main barriers to international markets. In addition, SMEs in the area of services reported a much stronger lack of government support. Very few differences were reported amongst the different sectors, with just one or two showing significant differences between sectors. Perhaps some of these differences could be useful as a guide to support programmes. For example, the ICT sector reported shortage of working capital as a very significant barrier (probably due to 7 ANOVA: Analysis of variances; a statistical analysis techniques designed to detect statistically significant differences in the means of a number of subgroups.
high R & D costs and long lead-in times) and accessing distribution channels appears to most difficult for the tourism, leisure and heritage sector.
The analysis by home member economies was limited to the 7 member economies identified above. Perhaps the respective differences identified could be used as a proxy to help governments decide on which areas to focus support on. For example, SMEs within Canada report considerable difficulties obtaining working capital to finance exports, while SMEs in Japan appear to have no difficulty in identifying foreign business opportunities. Not surprisingly, SMEs in far away New Zealand complain of excessive transportation and insurance costs.
Only a few barriers are significantly different by primary target market. While some of these differences cannot be explained easily, others confirm the prevailing perceptions about certain markets. For example China, although being the second most important target market, still presents significantly higher obstacles regarding aspects such as intellectual property rights, differences in culture, business practices and language and concerns about political instability.
Analysis of Barrier Clusters
Through an analysis of the Likert-scale ranking of barriers, a Wards cluster analysis was undertaken to detect any natural grouping of barriers. (The Likert-scale ranking was used here as the top ten ranking method is unsuitable for cluster analysis because respondents do not rank all barriers but tend to select only a few of the barriers from each potential cluster to represent that particular cluster in its entirety). The cluster analysis indicated a natural grouping of the reported barriers into 11 clusters. These are presented in Table 9 .
#1
Financing and payment collection 
How do SMEs Perceive the Usefulness of Government Programmes?
Of the 978 SMEs responding to the survey, a total of 33.8% have used government support programmes. Using a Likert-scale to rank the usefulness of these programmes, where 1 represents not useful and 5 represents extremely useful, the overall rating of the assistance received by the respondents was ranked at 3.39 (standard deviation 1.27). That is, between 'useful' and 'very useful'. Figure 12 illustrates the range of responses received.
Figure 5: Usefulness of Government Support Programmes as Perceived by SMEs
Not useful 8%
Somewhat useful 18%
Useful 25%
Very useful 22%
Extremely useful 27%
Government Support and Barrier Shift
In order to develop policy recommendations which influence government support programmes, a higher-level analysis by cross-barrier comparison is presented in Table  12 . The left-hand column contains the four broad classifications of barriers. The middle column shows data about companies which have received government support. The right-hand column presents the corresponding data for companies which have not received government support. Both groups of companies are further divided up according to their export status. For both sets of companies the business environment presents more obstacles, as they become more active exporters. Along the same experience trajectory, access to information and markets becomes less of a barrier. reinforces this message. Inactive exporters see barriers in identifying foreign customers, markets and opportunities. Active exporters see barriers on tariffs, currency, regulation and competition. Companies which have received government support tend to be more aware of their own (lack of) capabilities and finance as barriers. There appears to be a strong enough correlation between this data and findings of previous studies to justify further discussion here. What appears to be emerging is a picture of barriers to SME access to international markets which is dynamic and contingent. That is, the barriers reported by SMEs appear to 'shift' according to their experience of exporting. When firms move from 'aspiring' to 'active' in exporting activity, financial and access barriers decrease in importance and barriers concerned with the business environment and capabilities emerging as stronger obstacles. When returning to the analysis presented earlier in this report as a way of making sense of these observations, the findings suggests a number of important implications for policy development.
SMEs appear to go through a learning process when they engage in international activities. Firms that are not yet active exporters seem to underestimate both the barriers present in the external business environment and their own shortcomings in terms of their internal capabilities whilst overstating the barriers associated with financial matters and with regard to access to markets. This is consistent with the findings of the large CEIM study discussed earlier. That is, firms inexperienced in international markets typically report such thoughts as 'we think there might be a market for us but we don't really know how to find out'. Similarly, inexperienced firms are often found to be poor at self-analysis, regarding their own capabilities as beyond question and believing that the major barriers lay outside the firm in the external environment. They often berate government support programmes and other agencies for failing to find them overseas customers (helping them to deal with the huge barriers associated with access to markets), but feel that should they locate those foreign customers their internal capabilities will mean that they will easily overcome any barriers in the external environment. They also criticise support agencies for failing to provide them with sufficient funding to develop their exporting activities (financial barriers). Thus SMEs without experience of exporting tend to overstate barriers associated with finance and access to markets whilst underestimating the need for highly developed internal capabilities to be able to overcome the barriers in the external environment.
As the SME becomes more experienced in international activity, two things then tend to happen. Firstly they build up their customer base and develop better ways of selling and supporting those customers, that is, they resolve some of the barriers associated with access which becomes less of a problem, but they now experience stronger barriers with regard to the business environment as they encounter more complex forms of international activity in more demanding markets, such as emerging markets with their less developed infrastructure. Secondly the SME learns that the key barriers are not external to the firm, but rather internal as they appreciate the higher skills levels required to compete effectively in an unfamiliar, highly complex international trading environment. As successful international SMEs report that 'we must learn to operate outside of our comfort zone' That is, for the experienced exporting SME, barriers associated with access recede and those associated with the business environment and capabilities become more problematic.
Overall the message emerging from the study is that barriers are not uniform and constant to all SMEs. To remove them, therefore, governments and agencies need first to ascertain what kind of SME they are dealing with, what stage of international operations it is at, whether it has perceived any barriers and if so what kinds of barriers they regard as important. Whilst the data and recommendations this report presents allow for barriers to be clustered and prioritised, on a macro-level, it is simultaneously critical for the enterprise to be located within a sequence of learning and experience that conditions these perceptions. This barrier shift, or rolling sequence of barrier identification, appears to be more or less uniform across SMEs and will strongly influence the level of participation in and success of programmes designed to help them.
Summary of Findings from the Survey of SMEs' Perception of Barriers to Access to International Markets
The main findings are the following:
i. Of the 718 "international SMEs" responding to the survey, 54.6% report importing as part of their international activities, compared to 68.1% involved in exporting. This is a significant number, particularly given the emphasis placed on export support by government support programmes. ii. When asked to rank the 10 most significant barriers to access to international markets out of the complete list of 49, SMEs responding to the survey perceive barriers concerned with internal capabilities and access to be the most important with barriers in the business environment of less importance. iii. "International SMEs" in the service sector report a much stronger lack of government support. iv. A cluster analysis of barriers revealed 11 clusters which map well onto the 1997 OECD classification of barriers (finance, business environment, capabilities, access). These clusters may be valuable in suggesting ways in which to bundle government support programmes, as the clusters clearly represent groupings of barriers that SMEs will face simultaneously. v. Of the 978 SME respondents to the survey, 33.8% have been in receipt of government support, of which 74 % reported that it had ranged from useful to extremely useful. The analysis on the impact of government support revealed that there seems to be a shift in barriers when SMEs start to engage in export activities. For the SME yet to engage in exporting, the strongest barriers are perceived to be finance and access to markets, but as the SME becomes involved in exporting activity, these barriers recede in importance and the business environment and internal capabilities emerge as stronger barriers. Second, SMEs that have received government support appear to think that barriers relating to the business environment are less important and barriers associated with financial matters and internal capabilities are more important than those SMEs that have not been in receipt of government support.
CONCLUSIONS AND IMPLICATIONS

Barriers
In general there is close agreement between policymakers and SMEs as to the key barriers holding back SMEs from entering international markets. For example, both policymakers and SMEs identified the following four barriers amongst the six most serious impediments to SME access to international markets: shortage of working capital to finance exports, identifying foreign business opportunities, limited information to locate/analyse markets and inability to contact potential overseas customers. However there are some mismatches in perception between member economies and SMEs with regard to barriers. Member economies appear to underestimate the barriers that SMEs face in the internationalisation process due to the political, legal and fiscal environment in which they must operate. There is also a difference in perception to be found within the access to markets category of barriers. SMEs responding to the survey perceive the barriers to have the most detrimental impact on their ability to access international markets as those concerned with internal capabilities and access to markets with barriers in the business environment of less importance.
Although SMEs report shortage of working capital to finance exports to be one of the most serious barriers care must be taken when interpreting this. Rather than a reference to the general issue of 'access to finance', this would appear to be more concerned with cash flow considerations. When the barriers are clustered (see Table  11 ), we find that SMEs who consider shortage of working capital to finance to be a serious barrier, also have difficulties with granting credit facilities to foreign customers, slow collection of payments from abroad and difficulties in enforcing contracts and resolving disputes. In reality therefore, this barrier would appear to be a mix of the internal (high-level financial management skills) and the external (business environment considerations and political risk) rather than an issue for the financial sector.
Results from a cluster analysis map well onto the 1997 OECD classification of barriers to access to international markets to identify 11 coherent clusters of barriers. That is, the 11 clusters identified represent groupings of barriers that firms will tend to face simultaneously. For example, within a particular cluster we find that firms facing limited information to localise/analyse markets as a significant detrimental barrier are also likely to be experiencing problems with unreliable data about markets, identifying foreign business opportunities and an inability to contact potential overseas customers. This helps to inform support programmes as any government action aimed at addressing one of these barriers is also likely to help address the other three barriers. Additionally, governments may seek to develop support programmes aimed at addressing all four barriers simultaneously, with the likelihood of achieving significant impact on the performance of SMEs facing those barriers as they seek to access international markets. The focus of reported support programmes for each category of barrier is as follows: access 53.8%, finance 47.0%, capabilities 35.9% and business environment 9.4 %.
SMEs
SMEs appear to go through a learning process when they engage in international activities. Firms that are not yet active exporters seem to underestimate both the barriers present in the external business environment and their own shortcomings in terms of their internal capabilities whilst overstating the barriers associated with financial matters and with regard to access to markets.
As the SME becomes more experienced in international activity, they appear to resolve some of the barriers associated with access which becomes less of a problem, but they now experience stronger barriers with regard to the business environment as they encounter more complex forms of international activity in more demanding markets, such as emerging markets with their less developed infrastructure. Secondly the SME learns that the key barriers are not external to the firm, but rather internal as they appreciate the higher skills levels required to compete effectively in an unfamiliar, highly complex international trading environment. Accordingly access to finance becomes less of an issue and internal financial management skills and financial risk in the external business environment increase in importance.
Those firms new to international activity need assistance with clarifying and understanding their problems. More experienced "international SMEs" need more direct intervention as their problems tend to be more specific to the business. Of the 978 SME respondents to the survey, just 33.8% have been in receipt of government support. The survey instruments did not allow for a detailed investigation of the reasons for the relatively low take up rates of support programmes and this is an area which could be fruitfully explored in future work in the area. Where the SME does engage with government support however, levels of satisfaction are high, with 74% reporting that the support offered had ranged from useful to extremely useful.
Governments and Policy
Support programmes place a strong emphasis on exporting SMEs, with 71.6% focussing exclusively on supporting export activities and a further 21.6% including exporting as their focus alongside other activities. 20.7% of support programmes support importing. Just 6.9% of government support programmes do not have export support as their main focus.
Of the 718 "international SMEs" responding to the survey, 54.6% report importing as part of their international activities, compared to 68.1% involved in exporting. This is a significant number, particularly given the emphasis placed on export support by government support programmes.
Mapping perceptions of the importance of the respective barriers by respondents to the member economy policymaker survey against the ranking by SMEs highlights overlap and mismatch in these perceptions. Using the findings three categories of policy response, reconsider, sustain and increase have been developed to form the basis for recommendations as to where the governments should concentrate their resources.
The relationship between policies and instruments for internationalisation and those for innovation. In many respects, these are closely intertwined yet there appear to be few systematic linkages to ensure that support is coherent and that companies are supported continuously and effectively across different government funding units and programmes.
When assessing the policy recommendations below, it should be noted that the objective of the study is to provide a general understanding of the key themes related to barriers to access to international markets for SMEs across a wide range of economies rather than a detailed understanding of the underlying issues within specific economies. Accordingly the policy recommendations that follow are at a high level and it is recommended that governments should gather more specific data for themselves before embarking on policy mechanisms designed to achieve the outcomes described in this report.
So What?
It is clear from the survey that governments are able to play an important role in helping internationalise the SME sector. In doing so the findings from this survey suggests that may wish to review the provision of assistance they provide for SMEs about to or already engaged in internationalisation, taking into consideration: i. That a multifaceted approach to a generic problem faced by SMEs entering international markets (e.g. business capability) may more quickly produce benefits for the SME. There is a need to review existing provisions for SMEs using three potential responses to the mismatch in barriers which have been identified by SMEs and Policymakers: sustain current programmes addressing those barriers identified as important by both governments and SMEs; reconsider those programmes aimed at addressing barriers which are reported as important by governments but of little importance by SMEs; and, consider increasing levels of support to address barriers reported as important by SMEs but of little importance by governments, where market failure arguments suggest that there may be an appropriate role for government. Policy makers may wish to take into consideration how barriers cluster together to develop support programmes that enable SMEs to overcome barriers that seem to occur simultaneously. ii. The dynamic, contingent nature of those barriers as they manifest themselves in the experience of the SME. Governments can do more than they do presently to prepare companies for the challenges posed by the national and global business environment. iii. Exporting is not the only economically beneficial mode for building internationally competitive firms. Joint ventures, licensing, establishment of subsidiaries or branches, franchising and importing also provide insights and opportunities for SMEs seeking to access international markets.
Governments need to 'segment' support they offer on the basis of the experience of the SME seeking support for internationalisation: Overall the message emerging from the study is that barriers are not uniform and constant to all SMEs. To remove them, therefore, governments and agencies need first to ascertain what kind of SME they are dealing with, what stage of international operations it is at, whether it has perceived any barriers and if so what kinds of barriers they regard as important. Whilst the data and recommendations this report presents allow for barriers to be clustered and prioritised, on a macro-level, it is simultaneously critical for the enterprise to be located within a sequence of learning and experience that conditions these perceptions. This barrier shift, or rolling sequence of barrier identification, appears to be more or less uniform across SMEs and will strongly influence the level of participation in and success of programmes designed to help them. i. Firms new to international activity require 'how-to' guides, written/on-line case studies and support from experienced international SMEs to provide assistance and 'how to' knowledge in addressing initial problems and challenges (e.g. How to anticipate the consequences of going international, how to plan market visits and trade-fair strategies or how to identify potential international partners). ii. More experienced international SMEs are more likely to be assisted effectively through the delivery of specific services (e.g. introductions to potential clients) or grants to allow them to engage specialised sources of support. iii. Medium-sized international SMEs seeking to grow their businesses may benefit most from specialised training and support to help develop their higher level skills in the areas of gathering and elaborating information on international markets.
Governments need to increase the awareness of existing programmes for assisting with SME internationalisation: i. Governments should do more to publicise the wide range of support programmes available to SMEs seeking to access international markets as, on the whole those programmes are regarded as useful by enterprises that use them. ii. Programmes to support internationalisation need to be integrated better with others that promote growth, competitiveness and innovation. iii. Government support programmes ought also to partner with those being offered by NGOs and private sector providers. Wherever possible the interface between support programmes of member economies and between those programmes and NGO and private sector programmes could be developed to secure maximum accessibility and benefit.
